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Highlights 

  

 

  
● The Economy:  2023’s hopeful start for stocks 

Stocks up 9% worldwide in January with Nasdaq index up nearly 11% 
 

● Food for Thought: Diploma-free hiring 
The movement to end college-degree requirements for job applicants accelerates 
 

● American Life:  The Oregon bourbon scandal 
Saga of a bourbon brand so valuable it corrupted Oregon’s booze bureaucrats 

 
 

Stocks soar in January, but inflation could still kill the buzz 
2023 saw a great start for U.S. stocks as the total return of the S&P 500 rose 6.3% during the month. The rally 
came after inflation, the economic bugbear of 2022, showed signs of decreasing, and other key economic 
indicators continued mostly strong. 
 
The tech-stock-heavy Nasdaq Composite index did even better in January, soaring 10.7%. Most recently, solid 
Q4 earnings for Meta (Facebook) sent the stock up 23% on Feb. 2, but the next day, disappointing earnings 
from Alphabet (Google), Apple, and Amazon cut the tech rally off. Big tech has been laying off workers in 
anticipation of tougher times. 

 
High fives for stock investors after a dismal 2022 

 
Stocks in the rest of the world rose 8.9% in January, after falling 18.2% during 2022 (iShares MSCI ACWI ex 
U.S. ETF). 
 
S&P 500 volatility as expressed by the CBOE VIX (the so-called “fear index”) ended January around 19, close 
to its long-term historical average. 
 
U.S. bonds in January continued rising in prices as they did in Q4 as inflation slowed and bond investors’ 
sentiment improved, despite the continuing rate hikes. An index of investment grade debt rose 1% (iShares 
Core U.S. Aggregate Bond ETF) although it fell 15.0% during all of 2022. The 10-year Treasury yield ended 
January at 3.52%, down 36 bps for the month. It was up 236 bps last year The Fed raised the benchmark 
overnight rate by 25 bps on Feb. 2, after a December 50 bps hike, preceded by three consecutive 75 bps hikes 
– and the market expectation is another 25 bps hike next month (CME FedWatch tool, Feb. 10). 
 
In January, headline inflation fell as did core (prices ex food and energy). Headline inflation (CPI) is running at 
6.4% on a trailing 12-month basis, vs. +6.5% the previous month and +7.1% the month before. The monthly 
increase of +0.5% was larger than expected. Core inflation was up 5.6% vs. +5.7% the month before.  
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U.S. economy:  
Mixed signals 
on demand, 
job growth, 
recession 
chance 

 
 
 
 
Demand in the U.S. economy is tapering off or has begun to decline, according to some recent reports. Other 
reports show continuing strength. November new orders for manufactured goods were down 1.8% on a 
month-to-month basis, after increasing in 9 out of the 10 previous months.  But then December orders 
returned to growth, rising 1.8%. 
 
December durable goods orders soared 5.6% after falling 1.7% in November. However, the benchmark 
measure of nondefense capital goods ex aircraft fell 0.2%. 
 
December retail sales fell 1.1% month over month.  But they were up 6.0% from a year ago, and full-year retail 
sales were up 9.2% from 2021. 
 
January new jobs hugely beat expectations at +517,000 . However, several economists pointed out the big 
gain was a statistical artifact of seasonal adjustment. In unadjusted numbers, December to January always 
shows a big decline because of holiday temp workers who don’t continue into the new year. 
 
U.S. construction spending fell 0.4% in December. It had risen slightly (+0.2%) in November vs. October, 
despite a slowdown in new home sales. 
 
Q4 U.S. GDP increased 2.9% annualized, bringing full-year 2022 GDP to +1.0%. Notably, real (inflation-
adjusted) personal incomes soared 3.3% in Q4 after a +1.0% gain in Q3.  The high inflation during the second 
half of the year did not halt income growth. 
 
Economists’ forecasts of the probability of a U.S. recession vary widely. For example, the Conference Board 
estimated a 96% probability within a year; but a month later, the NY Fed’s estimate was 38%.  Goldman Sachs 
cut its forecast of the chance of a 2023 recession from 35% to 25%, after January’s strong jobs number was 
reported. 
 
The Fed’s policymaking committee raised the benchmark Fed Funds overnight rate another 25 bps on Feb. 1, 
as expected. This is the usual magnitude of a rate hike. The Fed had raised the rate 50 bps at its previous 
meeting in December, and by 75 bps three times in a row before that. The overnight rate target is now 450-
475 bps (4.00-4.75%), the 2-year rate is 4.48%, and the 10-year rate 3.67% (Feb. 9).0 
 
The 2-year rate higher than the 10-year rate is known as “inversion of the yield curve,” as normally, investors 
expect a higher rate of return the longer their money is locked up.  The current degree of inversion is the 
widest since the early 1980s. Since an inversion of the 2-/10-year yield implies investor pessimism about rates 
over the short term, it has long been considered a forward signal of a possible recession. 
 
The Fed is raising rates to fight inflation, and the rate of increase in inflation (delta of monthly CPI numbers) 
has already trailed off, compared to a year ago. Headline inflation (CPI) is now running at +6.4% on a trailing 
12-month basis, with core inflation (CPI ex food and energy) at +5.6%. Although the January CPI report showed 
lower 12-month numbers, the monthly CPI increase was +0.5%, higher than expected, and a negative signal 
to investors hoping for a quicker end to rate hikes. 
 
Fed officials had already put the lid on investors’ hopes for an early end to rate hikes. Chairman Powell in his 
Dec. 14 statement, said “we have more work to do” bringing inflation down, and the minutes of the December 
policy meeting, released Jan. said “A number of participants emphasized that it would be important to clearly 
communicate that a slowing in the pace of rate increases was not an indication of any weakening of the 
Committee’s resolve to achieve its price-stability goal or a judgment that inflation was already on a persistent 
downward path.” 
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Food for Thought: Devaluing the college degree in hiring 
On his first full day in office last month as Governor of Pennsylvania, Josh Shapiro signed an executive order 
abolishing the requirement that applicants to a wide range of state government jobs have 4-year college 
degrees. The order was reported as affecting 65,000 jobs, 92% of state government positions, although 
actually fewer because the majority of state government jobs already don’t require a degree. Nevertheless, 
the move met with wide approval and not just from his fellow Democrats. The libertarian Cato Institute and 
some Republican politicians have long called for ending education and licensing restrictions on jobs when 
they’re not relevant to work duties. 
 
Just days ago in Georgia, the State Senate voted 49-1 approving a bill requiring state agencies to examine 
qualifications for jobs and not require a college degree unless truly necessary. 

 

 
PA Gov. Shapiro: If you want to work here, your diploma may be superfluous 

 
Private sector companies are part of the trend, especially in the tech sector:  Apple and Alphabet (Google) 
have ended degree requirements for many mid-level jobs. Microsoft doesn’t require a degree for entry-level 
jobs, unsurprising considering Bill Gates is famous for dropping out of college. Harvard Business Review 
studied 51 million private sector jobs finding that the trend of adding degree requirements after the Global 
Financial Crisis – so called “degree inflation” during a time when jobs were relatively scarce – is now reversing. 
Even IBM, long famous for credentialism, now no longer requires a degree for 50% of jobs. 
 
The reasons for the reversal of “degree inflation” are relatively simple. First, job requirements that aren’t 
really relevant to the duties of the job restrict the pool of hireable applicants, putting the enterprise at a 
competitive disadvantage compared to those which don’t discriminate. (This is also the economist’s argument 
against racial and gender discrimination in hiring.) A related reason is social equity. Numerous studies show 
that blacks earn four-year degrees at lower rates than whites, and financially benefit less from earning these 
degrees. Therefore, abolishing superfluous job requirements for college degrees should lessen racial 
disparities in hiring and increase opportunity for historically disadvantaged groups. 
 
Perhaps the biggest reason for the trend reversal is employers’ growing perception that a college education 
often does poorly in preparing a student for the workforce. A survey by the Accrediting Council for 
Independent Colleges and Schools revealed that fewer than 10% of employers believed that colleges do an 
excellent job preparing students for the working world. However, 90% of college provosts thought the schools 
were doing a good job.  
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American Life:  The Oregon bourbon scandal 
This publication has reported several times on the market for investment-grade Scotch whisky, but now it’s 
time to take a look at profitable rare bourbon – specifically, the Rip Van Winkle/Pappy Van Winkle brand. Five 
top officials at the Oregon Liquor and Cannabis Commission, including the agency director, used their 
connections to get bottles of the prized Bourbon. On Feb. 8, agency director Steve Marks resigned under 
pressure from the Governor. 
 
An ethics investigation found that Marks would have his staff divert bottles of Pappy Van Winkle to specific 
stores where he would buy them. Agency officials told investigators this had been a common practice in the 
agency for years. The officials who used their connections to get the costly tipple said it was all for personal 
consumption or gifts, but nobody believes that. Bottles of the highest grade of Pappy Van Winkle go for $5,000 
or more at retail, and scarcity means they can sell for even more in the secondary market: Sales portal Wine-
Searcher.com lists an average nationwide price of $6,815.  Prices for vintages from the 1990s can range up to 
$40,000. 

 e  
               Pappy Van Winkle Family Reserve 23 Year Old: $5,384.99 on Bottlebuzz.com 

 
Those who want to invest in the Rip Van Winkle brand but can’t afford $5,000 per bottle can buy a fraction of 
a selection of bottles. The online platform for fractional ownership, Rally, in August 2022, launched an “IPO” 
of shares in a 6-bottle portfolio of Pappy Van Winkle which now trades for $35,900. Shares issued for $7 each 
just traded at $17.95, a 150% return in about six months. Rally also offers fractional ownership of portfolios 
of Macallan Scotch and various cases of wine from prestige chateaux such as Chateau Petrus. 
 
The popularity of Pappy Van Winkle as a “hot” investment has resulted in a severe scarcity of bottles intended 
for actual consumption. It’s a well-known side benefit of booze investing – if your investment goes bad, you 
can salvage some utility by drinking it. 
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